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JNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK /. 


Ya 


SECURITIES AND EXCHANGE COMMISSION 
Plaintiff, 
- against - 
NOTICE OF MOTION 
SLOAN, individually and d/b/a 
SLOAN & Co. 
Defendants, 
PLEASE TAKE NOTICE that upon the annexed affidavit of 
Ira B. Spindler, the plaintiff Securities and Exchange 
Commission will move this Court on April 1, 1975 at 2:1) p.m. 
or as soon thereafter as the matter may -e heard at the 
United States Courthouse, New York, New York, to adjudge the 
defendant in contempt of this Court for wilful violations of 
its order of injunction dated January 17, 1975, and to impose 
such remedial sanctions as this Court may deem appropriate 
to compel compliance with that order. 
Respect ty es 2 
( 
1 

Q Wese IS 


MORAN 
Regional Administrator 


Attorney for Plaintiff 
SECURITIES AND EXCHANGE COMMISSTON 
Of Counsel: New York Regional Office 
26 Federal Plaza 
William Nortman New York, New York 10007 
New York Regional Office Telephone No.: (212) 264-1636 


Thomas L. Taylor III 


Washington, D.C. 


Dated: New York, New York 
March 24, 1975 
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cepital ruie, among oO hers pernick then stated 
of Sloan's statement that he was "not particularly 
cooperate’ with the Commission, it appeared 
yet decided whether he would permit such an inspection 
then asked $lo1ia when the latter would make up his mind. 
12. Sloaa then stated that 
the Commission inspect the books and rec s of Sloan & Co. 
13. A letter memorializing this conversation was mailed 
to Sloan on Februa> Lg copy of this letter and 
return receipt are cached as Exhibit 2 Inexplicably, after 
the Commission received the return receipt, the letter was 
returned um aimed to the Commission). The letter specirically 


stated that at 10:00 a.m., March 5, 1975, two representatives 
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the tclept 
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-ent, but that Sloan was net in the apartment end that she did 
not know where he was, nor where he could be concacted, nor wien 
he would return. I then told her that another representative 
the Commission yvaiting in the hallway outside the door to 

S apartment, and tt . two of us were there to iLaspcect 
the pooks and 

16. The Commission never reccived any communicath 
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I rejoined Dolan in the hallway outside Sloan's apart: 


Mr. Dolan or I enter Sloan's apartment. 
ame to the door. Dolan told her his name, 
identitied himself as an employee of the Commission, and said 
that he and I wanted to examine the bocks and records of Sloan 
& Co. Kristjanstottir told us that Sloan was not there and 


left any instrucfions. Upon hearing. thts: we 


approximately 
turned to Sloan s yrtmel [ saw Kristjanstovct 
Sloan's apartment. one Faw me and told me that she had not 
secn or heard from Sloan since Dolan and I had left the apart- 
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19. Sloan has published quotations in the pink sheets or 
various securities as recently as March 21, 1975. Exhibit 3 is 
a copy of several quotations published in the pink sheets for 
Sloan within the past month. These quotations are typical ones 
for the relevant period. Ea h listing, whether or not accompanied 
by a bid or asked quotation, also includes the telephone numbers 
of Sloan's Bronx apartment or his hospital room in Plattsburgh, 
New York. 

20. Sloan and Sloan & Co, have continually refused to act 
in accordance with the injunction encered against them ti this 
action. Their acts are consistent with Sloan's repeateu state- 
ments that he will not conduct nimself according to the statutes 
and rules applicable to all broker-dealers. By submitting quota- 
tions in the pink sheets, Sloan is acting as a broker-dealcr. 
Nevertheless, he has failed utterly to comply with the laws 
applicable to broker-dealers. Although two months have passed 
since Sloan was ordered to permit an immediate examination of 
hig books aad records, Sloan still refuses to allow such an 
examination. 6 a result, Commission has been unable ct” 


obtain the relief granted by this Court. 
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RECEIVED Samuel H. Sloan it 
ercreTings AESM 120 Liberty Street Us Motowsky (2).....- 
New York, N.Y. 10006 jacob 
(212) 583-6437 


November 6, 1974 


Jerome Selvers 

Securities & Exchange Commission 
26 Federal Plaza 

New York, N.Y. 


Dear Mr. Selvers: 


Please be advised that it is my intention to resume activities as 
a dealer in over-the-couuter securities forthwith. For the purposes af 
rail and other official communications by the Securities & Exchange Commission, 
“my address will continue to be 120 Liberty Street, New York, N. Y. 10006. 
However, my books and records are presently located at my personal resiience 
at 1761 Eastburn Avenue in Bronx, N.Y. and.at 917 Old Trent's Ferry Rd. in 
Lynchburg, Va. with the exception of tose pooks and records which are at the 
United States Court of Appeals for the Second Ci-cuit as part of the record of 
appeal in the appeal of S. E.C. vs. Sloan, U.S. C. A. docket no 74-1436. You 
should be advised, however, that I will not permit any officer or employee of 
the Securities and Exchange Co.nmission to enter my personal residence for any 
pvrpose in the absence of the production of a valid and properly authorized search 
* >vapt, In this respect, ! am asserting the rights which have been guaranteed 
ae by the Fourth /meudjment to the Constitution of the United States. 


Very wrily yours, 


(7 
Samuel H. Sloan 


United States Court of Appeals Re: Docket no. 74-1496 
for the Second Circuit 

Foley Square 

New York, N.Y. 


Hon. Thomas P. Griesa Re: 74 Civil 2792 
United States District Court 

for the Southern District of N.Y. 

Foley Square 

New York, N.Y. 
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Hon. Robert J. Ward Re: 71 Civil 269: 
United States District Court 

for the Southern District of New York 

Foley Square 

New York, N.Y. 


Thomas Taylor, Esq. 

Office af General Counsel 

Securities and Exchange Commission 
500 North Capitol Street 

Washington, D.C. 20349 
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Be that as it may, ve wish to inform you that at 10360 A.!!., 
ednesday, tiarch S$, 1975, two renoresentatives of tha Comaiscsion 
will seek to conduct such an examination at 1761 UMastburn Avenue, 
Bronk, waw YOrK, pBursrant to the statute, rules, judgient, and 
orders listed abo, 


Thank you. 
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SOUTHERN DISTRICT OF ivEW YORK 
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SECURITIES AND EXCHANGE COMMISSIOt! 


Plaintiff, 


-against- 


SLOAN, Individually and d/v/a 


SAMUEL H. 
SLOAN & CO. 


SAMUEL H. 


Defendants. 


STATE OF NEW YORK ) 
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1&9) 
ifs) 


COUNTY OF NEW YORK ) 


DOUGLAS P. JACOBS, being, duly 
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plaintiff Securities and 
2 On December 30, 
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business as Samuel Hl. Sloan & Co. 


Sections r5(c) (2) and 17(a) of the 
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sections and rules. After an evide 
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January 17, 


narily enjoined the defendants 


and rules and ordered defendar °, 
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svorn, deposes and says: 
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New York Regional Office of 
} Exchange Commission C"C 
1974 the Commission commenced this 
H. Sloan individually 
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Securities 


15. U.S.G- 7G60(c)(2) and 78q(a), and Rules 15c2-11 and 17a-4 there- 
under, 17 C.F.R. 240.15¢2-11 and 240.17a-4. On that date, this 


the defendants 
ntiary hearing, 
an Order 0- 
from violating the 
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} records by Commission repre- 
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AFFIDAVIT IN SUPPORT OF 
PLAINTIFF'S MOTION FOR A 
STAY OF DISCOVERY BY DEFEND- 
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DEFENDANTS ' APPEAL OR, 1 
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RULE 26(c) OF THE FEDERAL 
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ommission ). 
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Exchange “ct of 1934, 
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appeal of the Court's Order of Injunction to 
Court of Appeals for the Scrond Circuit. 
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sion's motion for a stay of discovery 
outcome of defendants' appeal of this Court's 
entered herein or, in the alternative, for a protective ord 
suan to Rule 26(c) the Feder: Rules of “tivil Procedure. 

4. As stated above, on January 21, 

filed a notice of appeal he Court's Order of Injunction 
the United States Court of Appeals for the Second Circuit, 
Sloan, Docket No. 75-7055, which is still pending. 
fact, as the Court has previously stated (see page 64 of the 


transcribed trial record), that ‘Sloan's only defense is that 
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issues of law; thus a stay of defendants' discovery pending, the 
outcome of defendants' appeal would be warranted under 

stances of this case. loceover, as 

defendants’ purpose for conducting 

annoy and oppress the Commission, 
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oppressive and e:xhibit the defendants’ compiete lack of cox 

faith, in that said questions are designed to harass and placc 

an unnecessary burden on the Commission's staft. Questions 11, 
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Inc. only accepts registered broke 
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National Quotation Bureau, 
the pink sheets and it will not 
sheets I am entitled to receive 
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1975. 
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by 


virtue of 


Because my subscription was cancelled, 


me the editions of 


my 


ing and selling secerities listed in the pink sheets, 4 
longer able to make a living in my chosen occupation. C 
tne actions of the respondents to this proceeding fiave @ 
sulted in irreparable harm to me. 

9. Upon information and belief. on May 6, 1975, ina 
to the 12th annual meeting of the Society for Busine 


Ray Garrett, Jr., Chairma 
for which the S.E.C. comm 
age the reputation of bus 
the New York Times for Ma 
Exhibit E. A copy of the 
speech 1S attached hereto 


speech was 
bribery, 
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concerned with 


the Watergate, th 


n of the S.E.C., stated that ¢ 
ences injunctive proceedings is 
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10. Recently, the S.E.C. has become increasingly bola ana 
attacked the largest American corporations. The securities in 
International Busiress Machine Corporation and American Telephone 
and Telegraph have been suspended from trading at times by the 
S.E.C. Recently, the S.E.C. filed suit against seven major Ccorp- 
orations. Most notably, the S.E.C. sued Gulf Oil Corporation ane 
Northrop Corporation ior failing to ] in 10-K reports fiiec 
with the S.&.C. the existe..ce of slush fu intended to be used 
as bribes to officials in toreign countries. These 

of which resulted in instantaneous consent aecrees, 

t emendous amount of publicity for the S.E 

the named defendants. Copies of representative samplings of 


paper articles are attached hereto and marked Exhibit G. 


can be seen from these newspaper 
result, Gulf Oil Ce--poration has been given 48 hours 
clarify whether Venezuelan public or private officials have been 
the objects of oF participated in the bribery reported by the 


S.E.C. If &t does not do so, Gulf 0il Corporation faces expulsion 


from Venezuela. Northrop Corporation 15 facing similar atts 


It can be easily seen that what is involved here is not 


but billions of dollars in future U.S. revenues. 
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1es would be adequately supervi 


pane APM AU PCLICNT 
UU ARNOUNCEMENTS 


Re 
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jssue 75-88 ] 
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RULES AND RELATED MATTERS 


PROGRAM TO MONITOR THE IMPACT 
OF THE ELIMINATION OF FIXED 


The Commis610n on May 2 the adoption of Rule i7a-20 & G relates Fore 4 A- <0 
the approval of s submitted war paragraph 14) \4 of Ruie vi and wne 
amplementétion aspects of the procra& to monitor the :F ‘ 


which provices r tne elamunatiaon of faxed pub.ic commiss.ion I mn eacr.ange 


actions after May l, 1975. 


As adopted, Ruie l17a-20 requires monthly filing of Form X-17A-20 I every; <= iN z 
Gealer with revenues Of more than $5,000,000 an 1973 or 19784 Firms & a 
more than $500,000 put less thar $5,000,000 will be reporting the 4 tc er e 
by the rule on a quarterly basis. The Commission has ai60 ™ termnesc é a z 
tary +111ngs < f Form X-17A-20 by t ose not otherwise required to fiie wie Tid 
information receivec on the basis of such voluntary f1ianage wis OE © « ste) 
und consadereG asong with the otner unformation obtained 45 2 } art f che @ ing 
prograa. 

L >f comments regarcein ts re a 

1 ere be notificatior t wt i a t 

oy st rehip As adopted, broxes-uea-® € 

iv resign its meme ni interest 4 a . ‘ 
th Cc notice of ich ant2ntaon to Cc °) vie ’ ate 
nent effect o2 esignataon. re ‘ a s 
lear not require long as 4 Ore I t 
hig articular exchan ally, notiti 4 " . 
be regu.irec ation is from the exchange whics has therc?t et ene 
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Investor Protection Act. 


rest : t be 

The ASD and trie & B.¢ e filec La hich the C ,oF s 

he a 3) of Rue 4 -2 Para apn a of Rule iva-2 - i - 
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t e NA May 235 L973 ¢ ang th after by the twe 1 Gta i 
onth. Tne first rly ing will be ie at e NASD by jl 4 e 
{ter ont tw tieth calc jar aay i! he month fol wing ¢ 

Jer the NYSE pian, their me f nS WwW l } td t i , 
NYSE’s . nt Regulatory Report within 17 t ;iness days after the ‘ ' 
wonth starting with the calendar month April, i975. 
t ) only br »>r-Gealers wh are required by the rule ¢t ,ubmi t < 
the Form X-17A-20 jirectly with the Commis 1ONn. 
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ROR EET ET PE TIONC 
TURULALN: AUIIUAe 


QOSSE INTEKNATLONAL SECURIT S, INC., 


CHARLES B. COSSE ENJOINED 


The Port Worth Regional and Seattie kegional Offices announced that on Apt>« 
Dastrict Judge Prank G. Theis, at Wichita, Kansas; entered an orcer ot por manent 
tion by consent against Cosse International Securities, Inc. and Charies 5B. COSSEe. 
of Seattle, Washington. Cosse consenteu to the entry of the anjunction without 28 
ting or denying the allegataoms in the Co,.uissi0n's complaint filed Pebruary 
It was also announced that on April 28, 1975, Judge Theis entered a judgment 
against Hershberger Enterprises, Inc., of Wichita, Kansas. (SEC v. Hershberge 


prases, Inc., et al.. D. Kan.). (LR-6862) 


IVA! ALLAN EZRINE, OTHERS INDICTED 


The New York Regional Office annoweced that on April 14 a feder 
Southern District of New York returned an 18 count indictment charging 
Ezrine, formerly of Mill Neck, New York; Joseph Lachtman Brooki't7n, New 
Lichtman,- Queens, New York; Leon Mayer, Brooklyn, New York anc Edwarc Vv 
Goral and Anthony L. Greco, Jr- of New Jersey wath conspiracy, a £7 
fraud, and making false, fictitious and fraudulent statements y 

the Commission. 


The indictment alleged that, among other things, Guring the per od 
1972, secret c1ish payments were utilized to sell the common sto 
Credit Plan, Inc. (Minute). These payments were allegedly made by 
cipals of Minute, to Ezrine and wnindicted co--conspirators Michael 
Sidney Stein. In addition, it was char ed that the defencants fais 
approximately 30,040 of the 50,000 Minu share irportedly 

v. Ivan Allan Ezrine, et alc, SsDoNiY¥s 4 To Crve 63). (LR-6863) 


} 
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COMPLAINT NAMES PACIFIC COAST PROPERTIES, INC. 


The sEC announced the filing of a comp 

of Columbia on May 2 seeking a court © 
(PCP), a Delaware corporation, with 

with the reporting provisions of the 5 
mane injunction against further such vi 
plaint against PCP, that mpany failed to t 
tions and Pinancia)l Statements) of its annua hore o: 
ended December 31, 1974 with the Commission. 

U.S.D.C. D.C.). LR-6864) 


According 
: 


THREE PLEA AND ARE SENTENCED IN 
BARR FINANCIAL, LTD. 


Tne SEC on April 29 announced that on April 

©chiess and Dwyn Louis Hendrickson, both of 

Federal District Court in Los Angeles, Cealifc 

securities fraud, mail fraud, ana 

one additional count Charging each 

The andictment which resulted in th 

conspiracy, mail fraud, securities ¢ 

connection w:th transactions in stock EB. Financial, Ltd.,. 


July 30, 1574. 


time these pleas were 
»ndant to serve two years 
Hendrickson. 


hess Wilburn Barr, ITI, the only ren 
fugitive whose whercabouts are unknown. 


Also arising from the operations ot !f 

Branham, Barr Financial's publi relations 

tion of issuing a false press release in vi 

ecurities Exchange Act of 1934 regarding o1 } 
October 2, 1974, Branham was sentenced to two years on probation and 
fine, $500 of which was Suspe ided. & » Che's Wilburn Barr, JII, 
1107-AAH, C.D. CA.).- (LR- 6865) 


NEWS DIGEST, May 6, i975 


T.°E WALL STREET JOURNAL, } 
___Wednesday, & Mey 7, 1975 


iSEC Revokes License 
Of Samuel H.Sloan,- { 


Penalizes Proprietor 


By o Walt Braxst JounxaL 8iaf Reporter 
WABSHINGTON—The Securities and Ex- 
}change Ooromissicn revoked the broker-| 
ldsaier repistraticn of Sarsue] BH. Soan & Co. } H 
jand barred Samur! HL Sioan, aole proprietor | 
lof the New York firm, tram ‘essociatian with j 
any broker dealers — ~- =: 
The agency upheld an earlier tnitia) deck |, 
sion by an SEC administration law fudge |’ 
and found that the fom violatad recori- 
keeping, reporiing and minimum- net-capital 
requirements. ‘ .. °° + 5 
In New York, Mr. Bloan tmmediat ely 
feald he plans to seek review by the federal! 
jappeals court in New York City. He also} 
‘criticized tbe SEC for what he termed “‘un-| 
fair and prejudicial publicity” in his case. 
{He adde¢ ‘This trial by arsine Je ti is Vv 
| Gamagin,.” 
J farlier this year, a federal a strict court | 
"in New York permanently rejoined the firm 
'from operating in violatian of the net-capital | 
and record-keeping mules | 
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Defended by S.E ty 
aus }y 


‘ Garrett: ce Chairman 
of the Securities and Exchange 


} nousty Camaged aye “Dusi-, 
“mess leaders: - -* _ » 
Fs Some palpate ong noted, *} 
‘ i fhat:- 8200" ewsults “remit # 
realy an a ‘Slap on the wrist 
en zdmonition‘’to sin no} 
jmore” Mr. Garrett continued 
{ “D do observe, however,.that } 
7the pain may be greater than 
{it appears BS one reads cf 
our complaint and the quick 
JsetUement, Fo a confirmed 
crogk, M may be one thing. | 
To one who has been cperating | 
among, and wishes to be re 
garded as, one of the leaden 
in American andusuy, at is gute | 
another.” > 4 te wre, 4 
5 Dir. Garrett spoke at the 12h) 


Conticued on 1 Page se 61, Columa 1 


SE EG DEFENDS 
ONSON CASES] 


Continuec From Page 55 


t appreciably 
blic or the Government ~ 
He said the primary dis 
sure Of facts by the 
often led more dama 
asequences by the filing 
stockhi Ider suits and s 
times by criminal suits brew 
by Federal and eons authon- i 
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SOCURMES & OOYCHANGE COMMISSION 
NL WORM ET OIDS 04 MERICE 
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WIC NPee 
BUSINISo 


If one takes a broad-scale, long-range View, pig 
clear that the SEC and American business writers are 


essentially in the same business. We are both devoted to 


the process of keeping American citizens informed on what is 


1 
= 


going on in American business. We both like the 
whole truth’-- the bad with the good -- and we 
widest possible dissemination of our product. 
strive for impartiality and objectivity. 
This is not to say that we fn 
Indeed, in many, largely local, 
to you as the eneny. Our notions of proprie 
to indirect selling efforts p 
so-called “gun-jumping -- dry up sources er Inte 
you. So do our ideas on insider trading and the sele 
disseminatioa of non-public, material information. 
In this latter area, we are very conscious of 
age many persons confused and nervous. 
confused over what is materia 
information is public and when, 
consequences of guessing 
to publish some guidelines, bu 


contention and conflicting < 


Despite our repeated exhortation for readability and the 
avoidance of boiler-plate and excessive technicality in dis- 
closure documents filed with us, we continue to be viewed 
as the apostles of turgidity and t! the 


_ 


unreadable prospectus. In this regard, l must 


speak, to a degree, with a forked tongue. We urge draftsmen 


to write so that ordinary investors can understand, but we 
have no inclination to relax legal liability attenca 
erroneous or incomp] 

As a lawyer practicing in 
Commission when it exhorted, but I was even more keenly aware 
of the fact thac the one person who could be guaranteed to 
the prospectus, OF whatever, with great care was the plainti 
lawyer if things did not go well. 50 I wrote with hin 


4 c 


constantly in mind. A careful lawyer can hardly do otnezwise. 


us loa oa 


This does not excuse some of the unreadable stuff you 
encounter i } j i u processes produce, 
really makes your efforts 
valuable, since you are not subject he same strictures. 
One reason 


Comnission anda the acts that Le adininisters such a rich 


source of information, 


The Congressicaal record surrounding the creation 


of the federal securities laws, especially the Securities 


Act of 1933, reflects Congress's understanding that, while 


the Commission would be “ne repository of the vast amoune of 
information expected to be filed vith it by registered companies, 
other institutions would carry a major share of the responsibility 


for analyzing and disseminating that information to tne investing 


public -- not because of some general “public interes 
attitude on the part of those institutions, but 
in their interest to do so. 

As you well know, there is a vast 
available for the asking in our Public Reference 
at 1100 “L" Street. For example, the Commission 
than 200,000 formal filings and reports each year 
public immediately. If you should wish to review 
transactions and holdings by officers, directors 
stockholders in s -urities of companies registered under 
Section 12 of the Securities Exchange Act, you would 
have to look at some 

During our last L1Sc roar, we had approxima 
19,000 visitors in our public reference room in Washi 


and more than 17,000 written requests for inforn 
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aha 


involving the reproduction of documents. The Commission 


staff conducted more 52,000 searches of its records 


eing sougat by members of 


So we know that a great deal of 


wsed. We know, also, that no other 


makes available more information to 


(otete ole | 
Vaile 


rormat? 


information f-l1l: 


LUVESe eee tOCOL Us 


eo r Ve 
Act now aiso 


processing of requests. 


pres rte oe eye Nett na 
made within ten workin 


25s 


agency; an appeal must be decided within 20 working cays of 


receipt. The SEC publishes a release each time it decides an 


appeal; we are also going to make public 


and our reply. The information, itself, 
within a reasonable time thereafter. If 
agency is denied, or if the agency, 
‘or on appeal, fails to respond within 
the requesting party may go direct y 
disclosure of documents. Where 
will make its own review of 

is proper 

Information Act 
treatment on 
reasonable attorney §s 
Government. Moreover, 
attention, 

surrounding 


SS AITE A Rales 
agency pers 


was pt 
Service Commission mu: submat Les, Liding 


employee a1 


recommends 


As you might expect, the time period permitted by 


the Act for an initial decision is causing US, and I expect 
other agencies, a great many problems. In the abstract, ten 
working days may seem sufficient 11 to process a reques 

if an agency has manpower to al 

But the fact of the matter is, at. lea 


don't have the manpower we need 


process any one request and 
receive. In any event, 
faced with the neces3it 
think is more subst< 


order to process FOl. 


hendled about 
does not bode well 


Director ana 
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I don't know what your reaction to -his is, but it 
bothers me -- both as a citizen and as the Chairman of 
Commission. It bothers me as the Chairman, because I 
staff people doing work that, in most cases, may not benefit 


the general public, as their "normal work" usually does and, 


‘problems. As one young staff member recently put 
didn't go through law school ané come to the Commiss: 
search files."" I have to agree. 

A second general problem we } iced is one raised 
by “harassing" requests. B Ls: 7 n members of ‘the public 
who, m\ iple letters in one envelope, 
or multiple letters over a peri 
amounts of information without 
ordinary curiosity. Even with 
have, it is becoming apparent 
problem. As now wri 
by the requesti 
materials 

As 
me that some 


the number of 


period, in 


4 
such @ amit, 2 wo 


== 


thereof, including the press or the bar, for that matter, 


literally to bring the SEC or aay other agency to a grinding 


halt. 

A third problem is money. The FOIA permits an 
to charge fees for the provision of materi 
@ request, but the fees are limited to "Seasonable standar 
charges for document search and 
for recovery of only the direct 
duplication. Thus, we have not 
an attorney spends reviewing rec 
disclosure should be made. 
most costly step in the process. 

The most important substantive chan} 
recent amendment: was to the 


materials -- the so-called (b) TW) exemptio 


ovidee an 
law enforcement purposes 
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public release under the FOIA. There. the requesting party 
sought disclosure of all records relating to Equity Funding 
Corporation of America, particularly those contained in our 
investigatory files. access had already been granted dy tac 


staff to records other than thore of an investigatory natur 


In support of its refusal to disclose investiga 


a 


the Commission noted the existence of both continuing 


Tt} > har “ eg ea = = 

here there is no continuing investigation ano in 

aA = ee 5 ay —-rom ~ - Pnpon: _ - 

concrete prospect of surther enforcement proceedings, ¢ C - 
7 = - - “ <i | i, Hits | . een VaR) | + 

tents of our investigatory f11ses wis generally be maG2 ‘ 


ale Ne on Ser ; 
als tCnat WoOuiad ec&-- 
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a confidential source or investigative techniques. nis 


piy teit regret that, 


ear Ss : : : 
decisicn was made despite our cee 


. : - ‘ : aa 
nstances, d.ascliosure ot recoras would be 
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» 


tn 4¥O orere ns wie: Cooperacea 1 1 a 
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privacy OF IS LNesSsS secrecy 

we t reL.Oore. LRVLECC Ly C ») > N 

p, 
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> Ty }5 »¢ r a ° | { T \,) lr nN y A 
x / tn the Matter ot Request Of 4 WaALton bhaadevt, | ‘A 


Ho. £ (April 3, 19/5). 


ce 
ep, 


-ll-. 


to write to the Commission if he believes that particular 
portions of the testimony or specified documents would be 


exempt from disclosure, to specifically identify the 


testimony °F documents and to demonstrate why disclosure 


would "constitute a clearly unwarranted invasion of personal 


privacy" or would publicly expos sensitive commerci 


5 


financial information that would not normally be disclcescd. 


VU 


Apart from specific problems under the FOLIA, we hav 
other areas of disaffection, based in part,. pe 
of complete understanding, but also based on dj 
motivations and standards. 

We are not happy when we are criticized by business 
writers. - Some criticism rolls off with 
critic sent me a copy of a letter he had 


which read: 


"Dear Jack: 


SC e 
OUL 


"What kind of an impression have peop 
your way of Ray Garrett? I get che impression, 
he's kind of a pawn, and not a very bright one 
at that. 


“Anyway, it's clear SEC is out to ruin 
investment business. It ruined the mutual 
business and has no concern whatsoever about 
it does to capital formation capc bilities. 

I have experience with them, more they secm to in 


mostly a bunch of icrks." 


> 
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But, criticisc from such informed persons as you, is ano 
matter. When it is well taken, when we have simply not done 
the job we should, criticism is painful, even though, and 
especially because, it obviously is justifiea. “Some erLricism 26 
of another nature. 

I am referring particularly to the unfavorable coment 
that I have read rather often about our enforcement proceaures: 


For some time, I have read that the lawsuits we bring against 


persons who have violated our laws, being frequently settled 


at the time they are filed, or shortly thereafter, result 
only in a slap on the wrist and an admoniticen to sin no more. 
This most recentiy has been raised with regard to our actior 


against certain large corporations for having substan 


illegal politicai contributions. Why do 
of such companies off with 
The 


the cases that have generated this adverse comment, 
have obtained the creation of special committees 

sons to make a thorough investigation of all of t 
actions involved -- a far more detailed investigation tli we 
have been able to make with our own staff -- and sometimes 
retention of special counsel to investigate and prosecute any 


‘ “= 


claims that might justly be brought against manayement 
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on behalf of shareholders. We have, on occasion, however, 


ig successfully negotiated for the reimbursement to the 


£ substantial sums by officers responsible for 


company oO 
misappropriations, and in every case we have insisted upon 
, tne establishment of procedures to reduce the likelihood 


of a recurrence. 
The decision to employ some of these remedies is based 


upon the Commission's need to conserve its limited resources 


ersons responsible 


and to require that the p for the e_leged 


misconduct bear the direct cost of completing this painstaking 


Commission retains no 


a 


work. This is not to say that the 


further presence in the case. Indeed, the staff closely 


m2 


if it should believe that 


monitors the examination and, 


the examination has not been carried out according to the 
spirit of the coure decree, the Commission is prepared to 


reassert itself in the litigation. 


All this does not satisfy those who think some 


also ought to go to Sai], We, however. think these ac 

; substantial remedial measures that provide good assurance i 
investors against the continuation or repetition of the 
improper behavior. The criticism seems to be that they do 

not inflict sufficient pain. Perhaps they do not. f am not 


the best judge of that. 
| & 


sh 


I do observe, however, that the pain may be greater than 
it appears as one reads of our complaint and the quick settleme 
To a confirmed crook, it may be one thing. To one wio has 
been operating among, and wishes to be regarded as, one of the 
leaders in American industry, it is quite another. While I 
am not an expert at measuring pain, I am quite certain that 
our actions -- the very fact of them -- against major 
corporations and their top management, inflict excruciating pal 
We have, in fact, contributed to the destruction or impairment 
of more than one reputation and career, even though 
not been our desire. 

It is also true that our enforcement actions 
Spawn one or more class actions on behalf of shareholders or 
others who seek big money damages, compensatory and puni‘ive. 
We do not stimulate these, but they are the natural 
consequence of our making public our view that some illegal 
behavior has taken place. Inn nstances, these produce 
the penalty that hurts the most. 

The important thing for our critics to understand in 
these matters is that our authority for going to court 


is to prevent illegal behavior or its recurrence, not to 


t mish past behavior. We can ZO to court on the Civil 


side, on the pround that the defendont is about 

o do something, wrong and musc be stopped -- a reasonably 
Yare occurrence -- or that he has erred in the past and 
therefore might it again -- our iwost common posture, 
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“the whole, the courts have been liberal in accepting our 
argument that a past trangression is enough to justify 
enjoining future transgressions, but occasionally we lose 

on the ground that there is no serious likelihood of recurreace. 


Given the fact that our basis for being in court 


at all is to achieve protection against recurrence, Lt -s 


reasonable to accept settlements that offer everything, OT 


almost everything, that we could obtain through extended anc 
expensive litigation. All we can get from complete 
in our court cases is an injunction against 

and what lawyers call “anciilary =e 

of special counsel, audit committees, 

disgorgement of ill-gotten profits and the 

we can get the injunction and a reasonable deal 

the ancillary matters, then it seems the wise thing | 
to do. There is no assurance that 

at the end of a long trial, costing everybody, 

the Government, 4 lot of money. 

If one wants to inflict more pain, that 
through criminal prosecutions, which are the 
Department of Justice and th .S. Attorneys. 
to disassociate ourselves m this process. 


it appropriate, we are quick to ret a cuse 
recommendation for grand jury consideration, 


presecution is undertaken, our attorneys often 


very ectively 10 assisting the U.S. Attorney. 
a? 
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decision as tc whether a criminal action should be brought, 
however, is theirs and the grand jury's, not ours. 
From time to time, it has been suggested either that 


the Commission be authorized to bring its own criminal cases 


or that it be authorized to sue for a civil fine -- that iS; 1a 


money penalty -- instead of an injunction against future 
misconduct, and, possibly, some repayment of illegal expenditur 
While I, personally, at least, am not convinced that it would 
be wise to free us from the discipline of referring criminal 
prosecutions to the Department of Justice, the idea of a 

civil fine nas considerable merit. It would enable us fo 
accommodate policy objectives to legal procedures somewhat more 
forthrightly than is now the case, although it could have some 
disadvantages if its existence also implied new procedural burdens 
in our proceedings. Whether it would satisfy those who want 
preater pain for corporate malefactors would depend upon what 
we were authorized to do and what we did Watt Lies 

As you can readily understeand, the cases of 

political contributions, bribes and slush funds, 

with quandrics far more challenging than whether the 

penalties are tough enough. While [I have no difficulty with 
the cases we have brought to date, they do raise the question 


of how far we wish to go. 


These cases have all involved fairly substantial sums 


‘under the controi of, and created with the connivance of, 


or at the direction of, the top management of the company. 


They raise questions, in varying degrees, of the quality of 
management, the quality of earnings, and the integrity of 
financial accounts and reporting. When these factors are 
present, we have decided they are material, even if the 
involved, had they been related to some other activity, 
not otherwise have been considered material. 

But. how far should we go? Is every illegal expenditure 
- what the Mexicans call "le mordita,’ and what we Ci 
"a little grease" -- to be material for disclosure put 


simply because it is illegal? Jf this cuestion 1s mercly 


u 


interesting domestically, it poses a significant dilem 
internationally. And it arises in different forms. Here, 
I think, I have something of a difference of views with you 
or some of your brethren. . 

The press is oO nm put in the senic uncomfortable 
we are -- when information abou bribery or other manape 
fraud comes to light, and its disclosure could prove 
particularly te the existing shareholders of the company 
some of our cases, particularly management fraud cases, 
has publicized all the important facts while we are stil 
pondering the question. This, no loubt, makes it easier 


perhaps we should be grateful to the press for that. Once 


and 
the facts are out -- and the companies involved usua ly p 
a very frank press release promptly -- our pia benapiy nal cme 


effectively are resolved. 
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But such episodes cause reflection on my part. Are 


we timid, or collusive, or corrupt in even considering that 


disclosures of dramatic stuff like this should be weighed care- 


fully as to its effects on innocent persons, and as to tining? 
Are we flirting with heresy in even contemplating the effect 
of the timing of disclosure of difficult facts? Is this 
a deviation from our canon of full disclosure? 

I am thoroughly familiar with Watergate and its 
jreary aftermath and administered news and bureaucratic cover- 
up. I have no desire to hide our mi takes or to avoid a 
after-the-fact, review of our judgment and actions, but l 
if the press should always feel obliged to disclose immediately 
information that we might consider should be disclosed only 
at a later time. These are issues that, under our system 
only be addressed by the press. But, 
eonsider, °s we must, that 
as important as the fact of disclosure? 
this is slippery ground. Too tender a concern 
consequences of disclosure can Tend 0 
principles both by you and by us. This burden 
ene we both share, and I suppose it is not surprising that 
sometimes arrive at different conclusions. 

Let me move away from this gloomy arca, however. The 


Securities and Exchange Commission and the financial and 
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corporate community are increasingly well served by 


business writers. 


The other day I received a copy of the report of 


Associates on public reception of news media. It found 
television was increasingly the major source of 
as the most reliable. The revort did not break 
news from news in general, so it does not signify m 
our area cf mutual concern. I only hope that inves to 
not rely cn television for business 
riot get 1t. Considering the costliness 
particular medium, I suspect it will never 
word, but one would hope that some day it wou d 
more sophisticatiou and attention to the seriou 
sur economy than it has to date. 

In closing, let me return to my original theme. 
and citizens in gener 
are doing and why they are doing it. 
to improve the performance of our major companies 
intcrest and to give seople a better 
business works, to provide jobs and, ¢t -his end, 
capital: investment. The level of understanding, of 


q 


is dangerously low. [It 1s not helped by abysinas 
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to be suspicious 


a 


oved in 


prove corporate behavior toward investo 
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our teachers at all levels. Too many of them do not know 
how the system works, and they are instinctively hostile 


fact, it is high fashion in academic circles 


of, and to ridicule, all corporate behavior. 


and we know, that there is much to be 


regard. We do not intend to relax in 
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the behavior of the various professionals who are so 
Pp 


important to the process. 


was a very 


and only by good luck did our people avoid serious casi 


although others were not so fortunate. The note plant 
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A tot wise 
re sa OUR retin Py xcoeipeny warbler eeeetel 
: | I ] & +" On the other hand, various public interest lawyers 
og ae Tim the settlements as “one fise bite of the apple.” 
“~Sa ts « ~The factor of deterrence is lost, they believe, tf po 
i rj tential violstors vedlize they will be allowed one 
—:  °wmpunshed violation To avoid the situation, the 
commisslao could seek new ‘legislative authority 
quthorining ft to collect civil fines for past false znd 
misleading statements—aend not merety sue tc en- 
: join jidure.wiolations. A former generaf counsel for 
zy the commission, Roger Foster, thinks restitution 
TE | Ssbould always be ‘required in these caseg. “You've 
Ny Bt to hit the officers where it ‘hurts: make the 
caged § BMY oem YE Siete oe 
} Ws “> Kenneth Gatido, the litigatio director for Common 
wt melted Cayse, argues Liat the comniission should negotiate 
Be EAN Ty for ‘Stricter 5 ents, since the de ndant com- 
A .” 4 panies are usually caught cold and lack bargaining 
coor ee leverage. Mr. Guido says, “] would have required, 
ae ae SORA rr tota) disclosure, which is the only way to know the 
!S Not since’ thé 1930's—when. former New. York , full impact of those tens of millions accumulated in 
Stock Exchange President Richard Whitney went to, Secreltnnes: Fag sete Mikel a 
jail for stock’ fraud—ha/e so many of the country’s | . There are other possible ways to discou 
_” leading * corporatigns and busiessmen- borne the rate slush funds for politics and payoffs, 
> taint ‘Of Degalityy! 2a 7420 $ 22° 4-152!) " @ Shareholder actions. Lawsuits by shareholders 
To date, the Watergate specia) prosecutor's office have followed many of the special prosecutor's 
has successfully prosecuted 17 companies and 18 cases. Indeed, one action by Northrop shareho'der 
of their officials for violations of Federal law against’ Jay Springer, dompelled that firm to reorganize its 
for-pdlitical campaign con-- board of directory so that 60 per cent of its mem- 
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" “using corporate funds , > 
tributions (but with the corporations inyolved fined' bey were required to be “outside” directors; Le, 
not controlled by management...‘ / * + * be. 
3 me - egche (fee Enforcing existing law’ To some, using the dis- 
to pay Sts debt to sodietyke me i +4: 
The Civil : Beira ts considert an closure statutes of the Securities and Exchange Com- 


‘mission ani the Civil Aeronautics Board agaist 


penatties to impose on Braniff Airways and Ameren: 5 
” : political slush funds is akin to sending A] Capone | 
can Airtines for their false acvounting of political | to jail for tax evasion, which is easier to prove than ; 
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slush funds. ir January, the Minnesota Mining & ‘his more celebrated crimes. 
Manufacturing Company was cited by the Intemal be oat saws P be di: 
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Revenue Service and indicted by the Justice Depart- a erst Ye poe a! ush shies an ee rie 
ment on income tax charges involving $634,000 tn rectly attacked HAGEr the pelea es onty oO a 
hiaden campaign contributions. new campa'gn spe iding reform law. ut since the 
It {s the Securiti 4 Exct Cc : Federal Election Commission, which is to police the 
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ho ¥ 2 is site pes - ; eee sails B oreforms, has only been in existence for about @ 
ae : — wanted x thai capitasism—. month, the jury is still out on whether the pre- 
which has most spec etree ets us gies Oca Watergate toleration of iflegal corporate giving will 
In the p2st few months, the commission as SU persist in the post-Watergate period. =. 7" ; 
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=< Picola —"* . = week into the leva! and in ral behavior of certam 
cithér fdr jllfcit’ political’ contributions at home or Gomesuc firms abroad. Suid one Senate invescigaton 
shes abroad, or beth : “As far as we can determine, nov. S law is violated 
But, contend the critics, the results of tt ee cases if you want to go out and buy & foreign be der.” The 
are less than’ spectacular, All ended {In consent subcommittee will therefore co sider A King: it a 
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CARACAS, Venerutla 1A”) 
— Veneroela tas given Ue 
Gulf Oi) Corp. anti] Thursday 
to declare whether $4 milhon 
ip alleged bribes was paid to 
- Veneruelao officials ar discon 
“Coue its business in this ai} 
ich oxtian. 
A Gulf spokesman at the 
company headquarters in Pit 
tsburgh said late Tuesday that 
“the firm 
official] communique from ae 
*Venemelan goveramem -and 
“would ‘have no comment antfl 
Sofficia) word is received. 
' - President Carne Andres 
} Perez and his cabinet decided 
after @ meeting Toesday<o de 
.mand clarification from Gul 


2 
fre O™, 


(EDT) Thursdsy”A story in 
New York's Wal Street Jour.- 
»nal last Frmday said Gulf ex- 
ecutives told US. Sccuntes 
and Exchange Commission in- 
vesucators that politicians in a 
foreign country compelled the 
+ company to pay the bribes an. 
cash contributions in order to 
Siay iw business there. The 
country was pot named, but 
the newspaper said it could be 

a Latico American nation. 
“Since this foreign company 
(Gulf) has dominating interests 
ic Mene Grande Oi] Co., which 
operates in Venezuela, and due 
lo the fact that the charge in 


LS SSE 


cal 
ry bad i wh i 


-d DO received n° 


k 
ne 
Ge 


reference has given rise to 
commenianes which could tin. 
wolve Venezuela the nationa) 
Sovernment has resotved to ur- 
+. Senby ask Gull OU GO pw 


publicly clarify whether Vene _ 


Zuelan public or politica) of. 
fictals bave been objects of or 
parucipated in the reported 
bribery,” the communique 


said 


es P VP 
CRSYY 


, 


THE DAILY ADVANCE, imnchourg Vc 


; i 4 Pee 
oi Tl 


money t order t© continue 
Operatmg t2 #2 country whose 
Dame was ommited” 

If the requested explanation 
is not forthcoming tn 48 hours, 
the communique said “the na- 
ion’ executive will order 
Mene Grande Of Co to mus 
pend tts activives unti) Gull 
Ou Corp. clarifies the paruc- 
pation or lack of ti by Venezue 


~ “Gull holds @ 60 per cent ion lan public ar polucal Limo 


- terest in Mene Grande Oi) Co., 
the third largest producer tn 
Veneruela The remaining 80 


per cent is shared by Interna. -ruelan 
Honal Petroleum Co. aud ported: 


Uuonanes in the events referred 
wo.” 


The communique said Vena 
Political parties sup 
the government -de 


mdary of Exxon. and a sub. cison and that the US. govern-- 


aidiary of Roya) Dutch Shell... ment had also 
- Rafael MactaJerez, assistant ~ investigate »~- 
within @ bours, ky,@ pmo to the president.of Mene. > 


. Grande, last week denied any, 
involvement by the company. 
He said the firm “has been in 
Venezuela S2 years and we 
have rover made any contribu. 
tions to any political campaign 
nor have we paid bribes or 
made any iUlega) payment to 
any government official.” 

The communique said Perez 
aod bis cabinet “analyzed and 
studied the information 
divulged by the international] 
press during the past few days, 
according to which Gulf Oil 
Corp. has stated that between 
the years 1966 and 1972 it was 

“obliged to pay certain sums of 


Deen asked to 
7 ee . 


The “Verezuelan congress 
opened ity own investigation 


Tuesday and also ar-eed to” >- 


take upa proposal by Deputy 


as a 
ec ends ge 


KN ed. May 7, 7° 


Jaime _. ichi bead of the 
rnung .Democatic. Acuon 
party's parliamentary facucn. 
calling for a review af al) of 
Gulf's operations in Venemela 


Veneznela plans to oa 
Uonalize its 26 million barre) a 
Gay ai] industry dumng the 
course of this year and its con 
Bress is etudyving a 
fovernment-proposed bil) cali 
ting for- tmmediate state 
takeover. The oJ industry is 
Operated by a score of mostly 
Americanowned companies 
Subndianes of Exxon. She!) 
Gulf Of, Mobil. Sun Oil and 
- Texaco are among for-ifn 
owned firms that wil] be af 
fected ty the nationslizat an 
measure. te 

“Wiewing the perversely am- 
biguous form in which the cave 
was presented, it could welj be 
a maneuver against the de 
cision of Venezuela to na 
Uonalize its oil industry,’ 
Lusioch) sard : 
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Bribes Make..:-- 
Things Work: « eu 
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-PIY Son KV & See 


Reportet Michael X. Jensen; on ther ms 


batis-0f many: interviews: with ‘busi-4 
nessmen by correspondents of The: 
Tims wrote that the corrupt prac- . 
tices range from the ‘payment of a 
few, collars for, visas and customs . 
clearances to jJarge sums tO highly | 
placed, foragn officials and pmubtary 
Ofiucers- 
Some of the largest "payments “havee 
involved the overseas aie of American ,| 
arpns,, made ia the form of. commis: |; 
siang oc foes & foreign agents ot 
consultants, ja many cases for legiti- . 
mate. services in. securing business. 
hich of: 


ree fo4 ve 


v 

“rezsonable” agents’ fees. In 

, however, large sums are 
to “influence peddlers” who use 
positions or conn rechLions to wid 
for there) ots. 

The Northrop Corporation, wh 
has sold its military arcr craft to & 
number of foreign countries, i 
to pave paid out $30-million over sev . 
eral years, mostly. for overseas sales, 
Acéord.ng toa povate rey ort, North- 
rop ¢ loyed over 400 to 500 consult.) 

l agents during that period. 

e- categories of bu siness are’ 
olved, Officiais of the Gulf 
vpany have report edly” conce ied’ 

were forced to pay official \s 
in ‘a’ 's-agle country over $4-mi ion 
to $:4y ia business there. The | Inited 
Brands Company is said to have b bed 
a noh official in Honduras» -xc! 
for: a’ reduction in the eaport 
ontaranags” 2s ee > a4 

yrise cases are now being inve sti- 
gated Dy a nu moder of Governinent + 
agencies and (the Congress. There are 
no’ provisions in United States law 
that «xpressiy forbid Am encan busi- 
Leipa see Shing such overscas pay- 
heir at's npts to cone 


ther 
cont tracts 


aso 
Oil C 
that u 


range 
tax 


‘ 


stunt and John 


cea tm’: ttipropef. Bribery statutes” 
many forengn ovuntnes are + or® 

y enlJorc.d There are frequently 
sensitiye diplomatc complications that 
discourage full disclosure. 

Internatona] companies other than 
American ones engage in corrupt prac 
tices to obtain business, and Amemcan 
corporate officials complain they mus 
follow suit if they wish 10 Teel 


ost ew ee 


2 arthrop” s List 
The improper use of corporate cash , 
faas.also Deen an acc epted pracuce 
within the United Ronis Six well- 
known companies, Northrop and Gut. 
among them, have been charged by > 
the Securities end Exchange (Commss- - 
son .with, having manta ced secure. 
finds for Wlicit campaign comtmbDue 
tidns, , ; : : 
Last’ week, ‘as part of Noyrhre 
legal settlement, an 
fied with the comm.ss:¢ 
political ber icari¢s of 
in contr ipuuons the 
burced from the fand since "196 
According to the audit 
Noxon received $10,000 from 
for. his 1968 Presid ntial 
(im addition to the $150,009 
disclosed during the Watergate } 
gations). His oppé nent in 196 
tor Hubert HL “Humphrey, 
$6,175. . cat : i 
Politicians of poth parties in Califor- 
nia, where Nor throp | is based, were 
hare of the lars, 
now deceased,” 
yemocratic fund, 
$20,000 to wa ta 
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ser Governor Ronald 
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activity, 
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activities in 
injunction is an 
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Respondent argues that the revocation and th bar imposed by 
strative judge are excessive and unwarranted. We disagree. 


23/ Sections 15(d)(5) anc (7) 
supra. 


Respondent gu } } the Exchange Act 
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Re’ .ondent says that he rejected a setlement calli 
suspension suggested oy ta prior to. the nearing 
asserted wiilingness of t to recommend that we 
60-day suspension for settlement (only we. 
van acce t an offer of 1 n see Rule 8(a) of 
Practice) is irrelevant } } 
wB1, 512-513 (1971), af 
1971): “In settlement 
of violations, we taxe 
the avoidance of time- 
Here, however, the reco 
establishes — varic 

Inve, 44 S.E.C. 
proposal by or a ceiling 
that can be a record nas been poeteendy 

Such a rule ld undermine the settlement proces 

Administrati rocedure Act seeks to encourage. 

vides that The agency shall give all interes ted par 

for - (1) the submission and consideration Of «20, OF 

or proposals of adjustment. .-." 5 U.S.C. § 554. Ce). 

First Detroit Securities Corporation, Securities Exchange 

No. 10706 (March 27, 19745, 3 SEC Docket 752, 753. 

were assured that a trial could never result ina 

severe than the one suggested by our staff {in settlement discussion: 
they would have little, if any, incentive to settle. And even if-we 
were otherwise inclined to give some slight weight to en abortive 
settlement proposal made by our Srey we could not properly deo so 
4n this case. Here we have facts and circumstarces before us that 
were unknown to and could not noesibly have been foreseen by our 


staff at the time of the settlement talks. 
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violations ere neither trivia ec} They involve fia 


long-con*inued breacnes of si uties imposec on person 
securities business. 25/ 
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Hence we find, as did tne adminis 
interest to revoKe registrar.t's prok 
bar Sloan himself from association wit 
at that conclusicn we nave given some 
of this year Sloan was again enjoined 
injunction: 


cords required 


(B) Orders him to permit S 
4mmediate examinalion of those recor 
accessible place; and 


4 aes 4 , 
dnitiating 


injunctive suit 
jefy the rules gover. {hy 
naving subm**ea Nmore tian 
e of an adm. .ition by the 5.u.0 
tuted a violation of 
he Court of Appeals he. 
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collateral ion naving 4 direct bearing upon %% 
dealer's comp ith other rules of the Commission 
We therefore deny his request for withdrawal of registrant's broker- 
dealer registrat. n- 


S.F.C. v- Sloan, uy Civil. 5729 (U.S.D.Ce, €.D.N.Y.)- 

appeal from tne second injunction 4s pending before the 

States Court of Appeals for the Second Circuit. Yet tne fe remains 
that a court of competent jurisdiction found tne second injunction 
appropriate and that it did so over Sloan's vehement opposition. 

That is a circum tance to be ¢ nsidered in assessing the requirements 
of the public } erest. Compare Summit Fquities Corp.» Securities 
Exchange Act Re-+ea 


« 
ee 
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se No. 10366 (August 26, 1973) 2 SEC Docket 347. 
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34 Vels 
eee QUICKLY 
that 1. Wiss 
lou ait s¢ 
Cleariy, i4 
r 
z 


will suffe 


4 


An appropriate order will issue. 


By the Commission (Chairman GARRETT and Commissioners LOOMIS, EVANS and 
SOMMER); Commissioner POLLACK not participating. 


The affidavit wi h %l S AP} was made 
of Sloan's unsu ssful appl Eton: ¢ y of the 
tion. Sloan's e¢ E i n J of Appeal 
of mandamus against i sane 
stating that "the S.E petitioner 
] ble," he 


oa ct 


going to make his books 
to say: "It is no secret that petitioner 

wee SeE.C. assessment in mo ve than twe years. ! 

the petitioner has not filed any financial statements witl 


for two years." 
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UNITED STATES OF AMERICA 
KafaAwre anal 
oeLosre Lid 
SECURITIES AND EXCHANGE COMMISSION 
SECURITIES EXCHANGE ACT OF 1934 
Rei. No. 11376/April 28, 1975 
Admin. Proc. File No. 3-3630 ; 
In the Matter of “se 
SAMUEL H. SLOAN : 
doing business as 
SAMUEL H. SLOAN & CO. : 
120 Liberty Street ; 
New York, New York : 
(8-157503 : 
ORDER IMPOSING REMEDIAL SANCTIONS 
roceedings were instituted under the Securities 
what, if any, remedial action -S appropriate in tne publ d 
respect to Samuel H. Sloan, doing business as Samuel h. Slo 
Hearings wore held before an acministrative law judge. He 
{nitial decision. Respondent's petition for review was & 
priefs were filed by him and by the Commissircn's Division 
Respondent requested withdrawal of tne broker-dealer regis 


Samuel EH. Sloan & Co. : 


The Commission has this day issued its Findings and Opinion. On the oasis 
of such Findings and Opinion, it is 


ORDERED that the request for withdrawal of the registration of Samuel 
H. Sloan & Co. as a broker and dealer be, ard it hereby is, denied; and 


it is further 


ORDERED that the aforesaid broker -dealer registration be, and it hereby 

4s, revoked; and it is furtner 

ORDERED that Samuel H. Sloan be, and he hereby 26, parred from being 
associated with any broker or dealer. ars 


By the Commis .ion. Wie 
De 0 ee 


George A. Fitzsfzfrons 


4+ 
Secretary 


H. Mariorie Sloan being auly sworn 
is not a party to this ection, is over 21 years ol of: 
resides at 917 Old Trents Ferry Road, Lynchburg, Virginia, 
24503, and that on sane 1975 she served the within notice 


motion and motion by mailing a true copy of same 


ar 
oO 


Ray Garrett, Jr. 

A. A. Sommer, Jr. 

Philip A. Loomis, Jr. 
Irving M. Pollack 

John R. Evans 

George A. Fitzsimmons 
Paul Gonson 

Thomas L. Taylor, IIf 
500 N. Capitol Street 
Washington, D. C. 20549 


William Nortman 

Securities & Exchange Commiss1o! 
26 Federal Plaza 

New York, N. Y. 


ro 


a 


<<. « 


Sloan 


this 


Sworn to before me 


day of June, L975 

Ze 
NOTARY PUBLIC = ; 
edpw ja 7, D& 


CF 27 2 THES IH 


~~ \ 


WNt 
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SS t+ Paw, Y 
SECURITIES wa fornitce coNmrssi LON 


Plaintiff 
-against- 


SAMUEL H. SLOAN, Individually and d/b/a 
SAMEUL H. SLOAN & CO. 


PLEASE TAKE NOTICE that upon 


H. Sloan sworn 


of court, (2) 

motion for 

144 and 28 Hon. Robert J. 
proceeding i } the grounds the 


prejudice against the 


by virtue ot his conc 
has demonstrated his lack of regara 
by 28 U.S.C. 453 a his unfitness to be a judge of the 
United States District Court, (4) in the event that parts 
(2) and of this motion are denied for leave pursuant 
to 28 U.S.C. 1292(b) from that part of the decision ana 
of this court which is interlocutory in character ana 


a stay pursuant to Rule 8(a) R. App. P. 


Dated: Lynchburg, Virginia 
Julvo 28) 1975 
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IES AND SBACKANGES COMMIS ODO LUNN 


Boe ete ao 
Piaintiric 


SAMUEL H. SLOAN, In 


SAMUEL H. SLOAN & CO. 


WeAT TY cowrorrT 
COMMONWEALTH OF VIRGINA) 
SS.: 
COTM, AP TYNCHTIIRG 
CITY OF LYNCH]: URG ) 
AWTICT = A ae rer 
SAMUEL . SLOAN, being auly Sworn, 
7 a ag *").4) 5 7 | Cc -+ ral 
use On JULY “4, po this Court aa 


tempt of court and ordered that my books 
moved to a place where they may be inspe 


n 


of the Securities & Exchange Commission. 


Hh 


ask for reargument on this motion. 


examing my books ana recoras. Lf ‘they 


they have not communicated 1t to me. Un 


day 1 received the decision of this co 


S.E.c. staff atto.ney Thomas Le Taylor ,;iit 


when the S.E.C. would be coming to 1n 


Mr. Taylor replied that the S.C. haa 


indicated that he thought that under t 


gone THOS 
CNeE U.wve 


court would dire< 


and get my books and records, It should 


that all of the attorneys who originally 


in examining 


are no longer employed by 


be 


noted, 


circumsté 


) 


al y 
ne TO De 

¢ records be 
ed by represe 
Subse Ge nts I 

s no interes 

such an int 

Teivy 25, 19735 
in the mail, 

and askec i: 


nmces 


Marshall to come to Lynchburg 


sa + 
no YT 
inciaenta 


my books and records and who instituted this 


e) 
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+ 
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nspect my pooks and recoras. 


He 


expressea an interest 


lawsuit 


the New York Regional Office of the 
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ee ea 


in part, provided 
proceeding 
error and 

Furthermore, 
have any kt oks ana 
could be inspected by 
with the previous laws\ 
my then attorrey, Robe 
offered to turn over a 
This o was 


willing 


brokers 


This waS 1Mp 


although my books ana -ecords were 


S.8.C. at my office at 11 Broaaway 


point remains, however, that the 
in the removal of my books and 


this relief in the ad damnum of its 


New 


complal! 


In connection with this motion, 


jury trial. Since it appears tha 


Tine or iamprason .€ al 


no question that I am er 


with the Sixth and Seven 
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the United States. 

7. Finally, I ask that Judge Ward recuse himself. I 
realize that I have made this request previously. However, 
I am repeating this motion because the Hon. Robert J. Wara 


has, by his acts, clearly demonstrated his unfitness to be 


established by the Constitution. Chandler v Judicial Council 
398 U.S. 74 ( 1970 ). However, a judge may be removea for 
inability in a particular case. Occidental Petroleum Corp. 
v Chandler 303 F. 2d 55 ( 10 Civ. 1962 ) ( en banc ), cert. 


denied 383 U.S. 936 ( 1966 ); United States v John Anthony 


Taylor 487 F. 2d 307 ( 2d Cir. i973 ). In the case at tne 

bar, the judge presently assigned to 

bias, prejudice and inability and has further demonstrated 
>] 


that he is unmindfvl of the oath prescribed by 28 U.5s.C. 453. 


8. At the outset, this case was assigned to Juage ward 


= 


eal 


illegally by virtue of false representations made to the co- 
ordinating clerk by the S.E.C. attorneys. In particular, the 
S.E.C. attorneys falsely represented that there was a “pending 
related case” before Judge Ward bearing the docket mumber 71 
Civil 2695. That representation was untrue in that a final 
judgment had been entered that case and that judgment was on 
appeal. The S.E.C. attorneys also ommitted to state that 
there was pending related case before Judge Griesa, 74 Civil 


2792, in which the S.E.C. had just requested an extension 
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of time to move to dismiss. Thus, by 4 tactical manuver, 

by making faise statements of material fact to the coordinatin 
clerk, the S.E.C. was able to cause the instant case to De 
assigned to a district court judge known to .@ favorable to 
the S.E.C. Clearly, this was a violation of the due process 
clause of the Fifth Amenament. 

9. It is apparent that the judge himself acquiesced to 
thic proceedure. Rvle 4‘A) of the Calendar Rules for the 
Southern District of New York requires that all civil actions 
and proceedings be assigned to a judge by lot. This was not 
Gone in this case. Rule 13 provides that related cases be 
assigned to the same judge by the coordinating Clerk provided 
there is agreement between the judge to whom the new case was 
assigned by lot and the judge to whom the older case was 
assigned. This was not done here since this case was never 
assigned by lot in the first instance. 


19. In the previous trial, 71 Civil 2695, Judge Ward 


displayed prejudice py shouting at me on numero’s occasions 


for no appesent reason, by stomping around the courtroom while 
I was testifying or attempting to examine witnesses, by 
bearing his teeth, by dix iting the order in which I was 
required to call my witesses by “closing" my c#se, by displaying 
prosecuticnal zeal, and by generally displaying a lack of 
judicial temperment. 

ll. In the case at the bar, Judge Ward has again dis- 
played prejudice. He required me to return from Iceland on 
January 8, 1974 to attend a hearing scheduled for that date. 


However, when I appeared, it turned out that he was away on 
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vacation and would not return for a week. On January 17, 

1975, when the so-called hearing was finally held, it 1s 
apparent that Judge Ward had communicated wich the S.E.C. 

on an ex parte basis and directed them to have their witnesses, 
Ira Spindler and Thomas Dolan, present in the courtroom or. 
that date while at the same time advising the S.E.C. that 

it would not be necessary to call them to testify. 

12. At the so-calied hearing ( Tr 44-5 ) Judge Ward 
stated: 

"so far, all of your discussion has been standing back 
there, no. under oath, making statements which have no 
probative value, and I would suggest, you are not an 
officer of this court whose statements I can accept as 
an officer of the court. You are appearing pro se." 

13. It is apparent from this statement and from many 
similar statements made by Judge Ward at the previous trial 
that he is pxejudiced against the defendant because the 
defendant is appearing pro se and cudge Ward is attempting 
co punish the defendant for not hiring an attorney. While 
refusing tv accept representations of the defendant on the 
ground that he is pro se, Judg= Ward has willingly accepted 
representations from the S.E.C. irae even though, in many 

een 
cases, these representations haveAiemomtrably untrue. Further- 
more, Judge Ward has protected these S.E.C. attorneys from 
having their lies exposed by refusing to permit the defendant 


to call them to testify under oath. 


14. For all of these reasons, Judge Ward should recuse 


himself from proceeding further in this case- Furthermore, 


since the S.E.C. has no desire to examine the books and 


records of the defendant, the decision adjudging the defendant 
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15. It shovld be noted that iefend has moved 
Judge Ward to zecuse himself on two previous occasions 
The first time on December 30, 1974, Judge Ward agreea to 
recuse himself immediately ( Tr 32). Later, Judge | Ward 
changed his mind. At the so-called hearing, Judge War 
critisized the cefendant for not submitting an affida 
It is true that 28 U.S.C. 144 requires the submission 
affidavit. However, in lieu of Judge Ward's prior re 
tation that he would recuse himself from this case, an 
should have been unnecessary. In any event, under 28 
144 I am entitled to submit one affidevit as I am do 
this case. 

16. As the court is aware, eariler this year I was 
struck by an automobile with the result that both my legs were 
broken. In fact I moved for contempt while Ii was 
in the hospital in Plattsburgh, N. Y¥. I am still unable to 
walk normally. For this reason this case should be transfered to 
the Western District of Virginia, Lynchburg Division. 

WHEREFORE, I respectfully pray that (1) decision o 
this court dated July 22, 1975 should be reversed (2 
matter should be set down for a hearing and/or trial by jury 


and (3) Judge Ward should recuse himself from this case. 


‘, A rs 


Sworn to before me this 
Ag day of July, 1975 


Wwe F Mut ee 


NOTARY SET Ecc. 


ay Chit hie aa ae ieee 4 


pred Pe eae 
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H. Marjorie Sloan, being duiv sworn, deposes and says 
that she is not a party to this action, is over 21 years of 
age and resides at 917 Old Trents Ferry Road in Lynchburg, 
Virginia 24503 and that on guly 31, 1975 she served the 
within Notice of Motion by mailing a true copy of the same 
to: 

Securities & Exchange Commssion 


26 Federal Plaza 
New York, N. Y. 10007 


va) 


J 


Cea —_— OP Say 
Sworn to before me this yoke Sloan 


3/¥% day 2f July, 1975 


Hoe, E Mb 


My Commission expires 6A /?). 


a | 
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CT COURT ‘OR 
T. OF NEW YO? : r 


- - a F ~ 7 
SECURITIES AND EXCHANGE COMMISSION as 2 ov Be 
Plaintiff, ' “24° Ctvil No. 577) (BIW) 
v. AFFIDAVIT IN OrPuSITIUN TO 
: DEFENDANT'S MOTIONS FOR RE- 
SAMUEL H. SLOAN, individually and d/b/a ARGUMENT OF THIS COURT'S 
SAMUEL H. SLOAN & CO, : JULY 22 ADJUDICATION OF CON- 
TEMPT, FOR AN ORDER KECUSING 
Defendant, : THE DISTRICT JUDGE AND FOR 


OTHER RELIEF. 


City of Woshington  ) 
) ss: ¢ 
District of Columbia ) 


THOMAS L. TAYLOR III, being duly sworn, deposes and says: 

1. Iam: .*torney in the Office of General Counsel of the 
Securities and Ezcre «7 Commission ("the Commission") aad am asargucu 
oversight responsibiiicies with respmct to the captioned injunctive action. 
In addition, I am primarily responsible for the conduct of litigation before 
the United States Court of Appeals for the Second Circuit in a cotal ci six 
cases involving the defendant. 

2. I make this affidavit in opposition to the defendant's mctions 
for reargument with respect to this Court's order of July 22, 1975, adjedgping 
the defendant to be in contempt of this Court's order of preliminary injunction 


entered on Jamisry 17, 1975. This affidavit is based upon my personal knowledge 


of the facts and a review of correspondence between Mr. Sloan end menbers of 
the Commission's staff and affidavits by members of the staff previously filed 


in this action. 
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3. In his affi vit in support of his motion for reargument, 
the géfeudant has inaccurately represented conversatious with me with 
respect to the Commission's application for a contempt citation. While ; 
the defendant states that I told him that che Commission had no plans to 
inspect his books and records, in fact, I told Mr. Sloan in the course of 
the conversation co which he apparently refers, that I had not yet seen 
the Court's order adjudicating him in contempt, that I had not yet com- 
municated with the staff in the New York Regional Office with respect to 


that order and that we had not yet formulated our plans with respec P) 


effectuation of that order requiring thet Mr. Sloan's books and records be 


removed to 4 location at which the Commission's staff could have access ta 
them. At no time did I, as the defendant's affidavit implies, indicate that 
the Commission had no intere in seeing his bowks and records. Indeed, with 
a view toward the inspection of the cooks and records, I questioned Mr. Stoan 
with respect to their location. In response to these questions Mr. Sloan ; 
indicated that the bomks and recerds of Samel H. Sloan and Co.--had bern 
“weved to Lynchburg, Virginia. 

4. I have never expressed the view to Mr. Sloan that I doubted 
that the Commission's motion for contempt would ever be decided. I did 
anaT CeCe to him that the Commission had net moved by order to show cause 
bwcaae the staff had learned that he had been incapacitated in an auto- 
mobile accident just prior to the filing of its motion for 3 contempt 
citation. I expressed the view that he would probably not be compelled 
to appear in court with respect to that motion during the period of his 


physical incapacity. 
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5. The Commission's interest in inspecting the defendants books 
and records has been repeatedly demonostrated and, indced, this action was 
instituted in part because of Mr. Sloan's refusal to permit such an inspection. 
Members of the staff made attempts to examine the defendant's books and records 
both before it sought relief before this Court and after this Court's entry of 
a mandatory injunction requiring that the staff be given access. See, Affidavit 
Ia Support of the Commission's Application For Contempt Citation, dated March 24, 
1975. 

6. In the opinion of the Commission's counsel, there is no occasion 
for reargument of this Court's adjudics*ion 0+ contempt. Since the Order issued 
by this Court is calculated to compel compliance with its injunction and imposes 
no penalties, there is no occasion for a trial »y jury- In view of Mr. Sloan 


past refusal to comply, the Court's order should remain in force. 


7. The defendant has previously moved this Cours for an order 


cecusing Judge Waxd from further participation in this case. That Motion 


was denied from the bench on January 17, 1975. Defendant has shown no 


reason why che same motion should be heard again. 


. \ — 
s \ Wa \ 
4 ‘ \ \ 
NS . a = 
S P aes ee y= 


“THOMAS L. TAYLOR 11 


Sworn to before me this 
Sth day of August, 1975. 


Dasace Dey Pree 
"NOTARY PUBLIC 


My Commission Lapues Dec 31, 1975 


oer ATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


SECURITIES AND EXCHANGE C MMISSION 


Piaintifé, 94 Civil 5729 (RJW) 


- against - 
AFFIDAVIT OF SERVICE 
SAMUEL H. SLOAN, Individually and d/b/a 
SAMUEL H. SLOAN & CO. 
Defendants. 


nn 


STATE OF NEW YORK ) 
) Sey 
COUNTY OF NEW YORK ) 

RALPH PERNICK, being duly sworn, deposes and says: 

Le I am an attorney employed by the United States Securities 
and Exchange Commission in its New York Regional Office. 

7 On August 11, 1975 I served a copy cf the within 
Affidavit by depositing a true copy of same in a prepaid envelope 
in an official depository unger the exclusiv2 care and custody 
of the United States Postal Service addressed to the following 
location: 

Samuel H. oan 


c/o 917 Ola Trent's Ferry Road 
Lynchburg, Virginia 24503 


) 
/ / tee : 
ise WEA { 4 


RALPH PERNICK 


Sworn to before me this 
llth day of August, 1975 


y ar = 4, (et 
NOTARY PUBLIC 


Mil CHATITUER: 
2H Us nnn 


a oa 5 a ata 
7@ Civis <J RU W 
Plaintiff, : 
-against- : 
SAMUEL H. SLOAN, indivic ally and d/b/a : REPLY At IDAVIT 
SAMUEL H. SLOAN & CO. 
Defendant, 3 
pre ————— ss 
° Fi 7 
City of Lynchburg ) / 
Commonwealth of Virginia ) 
Samuel H. Sloan, being duly sworn deposes and says: 


1. With respect to the telephone conversations betwelon 
Vx, Taylor and myself I think it should be pointed ou 
Mr. Taylor is employed in the S.E.C. Office of General Coun: 
in Washington, D.C. His only connection with this case, as 
far as I know, is to write an appeal. brief in behalf of tne 
S.E.C. and to handie other matters connected with the appeai 
such as stipulations, designations and the like. As far 

as I am aware Mr. Taylor has no involvement with this lawsuit 
at the district court level although, because he is handling 


the appeal, it is reasonable to assume tnat he is kept in in- 


formed of the progress of proceedings in the district court. 


2. The point is that all of my numerous conversations 
with Mr. Taylor over the past several months have been concernee 
with the six appea.s involving myself and the SEC; “To. the 


extent that we have discussed mat”ers in the district court, 


these discussions have been relative to present or future ap~ 
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ayioOr G@seraces 


concerning a 
designation of what would constitute I appendix of one of 
the appeals in the Court of Appeals. Taylor inquired 
as to whether I would appeal the recent contempt order. 
replied that as f I knew there was no order, that 
decision of the court had said "settle order", and t 
doubted that the S.E.C. ! any plans to come down 
inia and look at my records. At this point Mr. Tay 


whether my records were in Virginia and I replied a 


From reading Mr. Taylor's affidavit one might con- 
clude that he inquired about the whereabouts of my records 
in the role of an enrorcement officer. This is not the 
case. Mr. Taylor has repeatedly cisavowed any interest in 


1 


getting involved in the enforcement aspect of this lawsuit. 


The fact remains that the only contact I have 
Enforcement Division of the New York Regional 
from January 17, 1975 to the present was 
telephone cali from one Ralph Pernick, who in- 
formed me that he was not a member of the bar. That telephone 
call came a few days before my accident. Originally there 


were three attorneys assigned to my case but Mr. Selves and 


Mr. Beirne are no longer employed by the S.E.C. and Mr. 


Nortman, I understand, has been transferred to the Miami 
Regional office of the S.E.C. Thus, I have had no contact 
with any of the attorneys presently assigned to this case, 


they have made no effort to contact me, and I doubt scriously 
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Sworn to before me 
20th day of August, 


y 
Ae 
TNF , 


Sen ON 7 JN 
: ae PZ 
NOTARY PYBLI 


My commission expires 


Palina V. Kristjansdotiir being duly sworn, deposes 
and says that she 1s not 4 sarty to this action,1s over 
21 years of age and resides at 917 Old Trents Ferry koaa 
in Lynchburg, Virginia 24503 ana that on August 20, 
she served the within a fidavit by mailing a true Copy of 
the seme to Securities and Exchange Commission, 26 Federal 


Plaza, New York, New YORK 


jJansd 


cworn to before me this 


20th day of August, 1975 
A } ’ 


ae 


NO 


My commission expires fue CY 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


Rabe jen ( 3° AK] 
SECURITIES AND EXCHANGE COMMISSION Al CAV41 5729 (RIW) 


Plaintiff, 
: PLAINTIFF'S ANSWERS 
- against - TO DEFENDANTS' INTER- 


SAMUEL H. SLOAN, Individually and d/b/a 
> MUEL H. SLOAN & co. 


Defendants. 

Ir. response to the Interrogatories of defendants Samuel! 

H. Sloan ("'Sloan'') and Samuel! H. Sloan & Co. ("Stcan & Co."), 
and pursuant to the order of the Court dated Arigust 4 1975.ene 
the Securities and Exchange Commission (''Commission") answer 
defendants' Interrogatories 1, 2, 3, 4, 6, and 7, the Commission 
hereby submits its answers pursuant CO Rule 73 of the Federal 
Rules of Civil Procedure. 

Question 1: ''State separately each and every act and 
practice in which plaintiff contends the defendants have en- 
gaged, are engaged or are about t. engage which coneriture 
violations of Sections 15(c)(2) and 17(a) of tne Securities 
Exchange Act of 1934 and Rule 17 C.F.R. 240.15¢e2-11 and 17 
C.F.R. 240.17a-4 promulgated thereunder." 

Answer: (a) Section 15(c)(?) and Rule 15¢c?-11 there- 
under--the defendant Sloan has submitted at least 2793 Form 7118 
with the National Quotation Bureau, conies of which are in the 
possession of this office, which indicate that the defendants 
neither knew nor possessed the information required by the Rule. 


The Commission will, pursuant to Rule 33(c) of the Federa! Rules 


13” 


of Civil Procedure, afford the defendants, upon their request, 

a reagonable opportunity to examine, audit or inspect such 

records and to make copies, compilations, abstracts or summaries 
(b) Section 17(a) and Rule 17a-4 thereunder--the defendants 

have refused to permit immediate examination in an easily 

accessible place by examiners and other representatives of the 


Commission of the books and records of Sloan and Sloan & Co. 


Question 2: "State whether any of the defendants are 


registered brokers or dealers with the Securities and Exchange 
Commission and whet). -c a broker dealer withdrawal request has 
been filed and the date of said filing." 

Answer: On April 28, 1975, the Commission revoked the 
broker-dealer registration of Sloan & Co., and barred Sloan from 
association with any broker or dealet (Securities Exchange Act 
Release No. 11376). The defendants have petitioned the United 
States Court of Appeals for the Second Circuit for review of 
this ord r; on May 13, 1975, that Court declined the defendants’ 

ion for a stay pending appeal (Dkt. No. 75-4087). 

On information and belief, on September 17, 19773, the 
defendants filed with the Commission # Form BDW in which they 
sought to withdraw their registrations 4s broker-dealers. 

Surh withdrawal did not become effective, since, pursuant to 
Rule 1? C.F. 240,.15b6-1, the Commission had previously, on 
April 25, VO72% instituted administrative proceedings against 
the defendants to determine whether the defendants had violated 
the federal securities laws, and to determine what remedia| 


action, if any, might be appropriate in the public interest. 
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Question 3: “With respect to each and every quotation 
published in the pink sheets of the National Quotation Bureau 
Inc. at the request of Samuel H. Sloan & Co. which plaintiff 


contends was in violation of Rule 17 C.F.R. 540.15¢e2-11, state 


the exact name of the issuer of serurity, the exact title and 


class of the securi-y, the quotation published, whether it was 
a bid or an asked quotation, the date on which the quotation 
was published, whether the SEC had ever suspended trading in 
that security and, if so the ates when the suspension of 
trading commenced and terminated," 

Answer: Defendants are -eferred to plaintiff's answer to 
question 1. Moreover, for the purpose of deriving the answer 
to other parts of this question, the Commission will, nursuan 
to Rule 33(c) of ti.- Federal Rutes of Civil Procedure, afford 
the defendants, upon their request, 4 reasonable opportunity to 
examine, audit or inspect the Commission's public records and 
to make copies, compilaticns, abstracts or summaries. 

Question 4: "With respect to every quotation listed in 
item three above, state, by reference to the appropriate sub- 
section of Rule 15c2-11, the manner ia which this quotation was 
manipulative, fraudulent or deceptive." 

Answer: According to the terms of Rule 15¢?-11, "It shal} 

fraudulent, manty ative, and deceptive pract ice within 
tne vxeaning of Section 15(e)(7) of the Act, tor 
dealer to publish any quotat ion for a security or, directly 


indirectly, to submit any such quotation for nub) feat 
, 
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any quotation medium. . .uniess {the terms of the Rule are 


complied with!. An examination of the documents referred to 
in plaintiff's answer to question 1, reveals, on its face, that 
the defendants have failed to comply with the terms of Rule 


1$¢e2-11. 


Question 6: ''State the time and dates of all conversa- 


tions by telephone and in person between Ira Spindler and the 


defendants and between Thomas Dolan and the defendants and state 
the substance of all such conversations." 

Answer: (a) Upon information and belief, the dates, 
times, and substance of all conversations between Ira Spindler 
and Sloan, prior to the commencement of this action, are a 
matter of public record. See Spindler affidavit of December 
30, 1974; Spindler affidavit of March 24, 1975; and transcrint 
of evidentiary hearing held on January 17, 19:75. 

(b) Upon information and belief, the dates, times, and 
substance of all conversations between Thomas F. Dolan and 
Sloan, prior to the commencement of this action, are a matter 
of public record. See Dolan affidavit of December 30, 1974. 

Question 7: ‘State the time and date of each conversation 
by telephone and in person between Jerome Selvers and the 
defendants or their agents between December 30, 1974 and January 

1975 and state the substance of each conversat ion." 

Answer: Upon information and belief, the dates, times and 

substance of all conversations between Jerome M. Selvers, Fsq. 


and Sloan or his agents, between [December 39 a! January 
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8, 1975, are a matter of public record Ser Selvers affidavit 


of December 30, 1974 and Selvers affidavit of January 8, '975 


Dated: New York, New York 
September 2, 1975 


Respect fully submitted, 
Ie f 


| 


Vy ~ | 

Wl 
aie (AGCI im Z ge CAS 
WILLIAM D. MORAN t 


Regional Administrator 


Attorney for Plaintiff 
SECURITIES AND EXCHANGE COMMISSION 
New York Regional Office 
26 Federal) ilaza 
New York, New York 10097 
Telephone No.: (217) 264-1636 


To: Samuel H. Sloan 


c/o 917 Old Trent's Ferry Road 
Lynchburg, Virginia 74503 


STATE OF NEW YORK ) 
)) S855 

COUNTY OF NEW YORK ) 

RALPH PERNICK, being duly sworn, deroses and says: 

Lis I am employed as an attorney by the Securities and 
Exchange Commission in its New York Regional Office. 
Ze I have read the foregoing Plaintiff's Answers to 
Defendants’ Interrogatories and know the contents thereof; 


that the same is true to my own knowledge, excent as C0 the 


matters therein stated to be alleged on information and belie 


“RALPH PEKNIC 


smn to before hi 
Ind day of Sentember Led 


LL 
” 


sere ie hk As Doe 
NOTARY Puni IC 


Ss ae 


HENRY WONG 
Notary Public Stat ae Yort J 4 1 


Wo. 31 4953'4 
Qualified ia": 30, 107 / 
Commission Ey 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


SECURITIES AND EXCHANGE COMMISSION 
74 Civil 5729 (RJW) 
Plaintiff, 


- against - AFFIDAVIT OF SERVICE 


SAMUEL H. SLOAN, Individually and d/b/a 
SAMUEL H. SLOAN & CO. 


Defendants. 


STATE OF NEW YORK ) 
) S68." 
COUNTY OF NEW YORK ) 


RALPH PERNICK, being duly sworn, deposes and says: 
ie i am an attorney employed by the United States 
Securities and Exchange Commission in its New York Regional 
Office. 


2. On September 2, 1975 I served a copy of the within 


Plaintiff's Answers to Defendants’ Interrogatories by depositing 


a true copy of same in 4 prepaid envelope in an official de- 
pository under the exclusive care and custody of the United 
States Postal Service addressed to the following location: 


Samuel H. Sloan 
c/o 917 Old Trent's Ferry Road 
Lynchburg, Virginia 24503 


RALPH PERNICK 


Sworn to before me this 
Ind day of September, 1975 


) 4> ys 5 
ae pee Steet 4) ——— 
NOTA RY PUBLIC 


HENRY WONG 
Notary Public. St 1 New ‘eek 
Nu, 31 4.5°°35 
Qualified tn 7 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


i 


SECURITIES AND EXCHANGE COMMISSION 
Plaintiff, 
-against- 


SAMUEL H. SLOAN, Individually and d/b/a 
SAMUEL H. SLOAN & CO. 


Defendants. 


en a 


STATE OF NEW YORK ) 


COUNTY OF NEW YORK ) 


STUART PERLMUTTER, being duly sworn, 


BSIRICT oO 
(G; . 


Free ae 


Bo eS 


N. 
ge 
14 Civil STeO 


AFFIDAVIT OF SERVICE 


deposes and says: 


a I am an attorney employed by the United States 


Securities 


Office. 


-nd Exchange Commission in its New York Regional 


2. On September 5, 1975, 1 served a certified copy of 


che Order of Civil Contempt, issued by this Court on September 


3, 1975, upon the defendants by causing same 


the following location: 


Samuel H. Sloan 


to be mailed to 


c/o 917 Old Trent's Ferry Road 


Lynchburg, Virginia 


Sworn to before me this 
8th day of September, 19:75. 


All, “bie 
p ARY PUBLIC 


NOUclA 
Notary Pub! 1 
F No. 7¢ 
Quolitied in Kings County 
Lommission Expires March 30, V97¢- 


f 
w York 


24503 


UNITED STATES DISTRICT COUPT 
SOUTHERN DISTRICT OF NEW YORK 


SECUPITIES AND EXCHANGE COMMISSION ivil 5729 (RJW) 


Plaintiff, 
CIVIL CONTEMPT 


- against - 


SAMUEL H, SLOAN, Individually and d 
SAMUEL H. SLOAN & CO. 


Defendants 
Plaintiff Securities and Exchange Commission (''Commission') 

having moved by notice of motion dated March 24, 1975 for an 
order of civil contempt against Samuel H. Sloan ("Sloan'') and 
having submitted an affidavit and a memorandum of law in support 
thereof, and the Court having filed a Memorandum dated July ?7, 
1975, and it being established to the satisfaction of the Court 
thats 

On December 30, 1974 plaintiff Commission filed a 
Complaint seeking preliminary and permanent injunctions and 
certain other relief against the defendants. On that date the 
Court ordered defendants Sloan and Samuel H. Sloan & Co. 
(‘Sloan & Co."") to permit immediate examination in en easily 
accessible place by examiners and o ver representatives of 
the Commission of the books and records of Sloan and Sloan & Co. 

On January 8, 1975, the Honorable Thomas P. Griesa, 
United States District Judge, extended said order up to and 
17 


including January |] 


y 


35. On January 17 he Court held an evidentiary 
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hearing on the Commission's application for a preliminary 


injunction, and issued an Order of Injunction ordering, inter 


alia, Sloan and Sloan & Co. to permit immediate examination 
in an easily accessible place by examiners ana other repre- 
sentatives of the Commission of the books and records of 
Sloan and Sloan & Co. 

4. On January 20, 1975 the defendants filed a notice 
of appeal to the United States C. irt of Appeals for the Second 
Circuit from said Order of Injunction ani moved the Court of 
Appeals by notice of motion filed January 23, 1975 for a stay 
of said Order of injunction pending appeal. The Court of 
Appeals denied the defendants’ motion for a ¢tay on February 
13, 1975. 

The defendant Sloan refused to permit examiners 
the Commission tu inspect the books and records of Sloan & 
and the Commissior moved by notice of motion dated March 24, 
1975 to adjudge Sloan in contempt of this Court for wilful 
violation of the Court's Order of Injunction dated January 17 
1975. 

6. The Court filed its memorandum dated July ?2, 1975 
in which it was found that the defendant Sloan wilfully vio 
ted this Coury's order of preliminary injunction dated January 
Lis VOT Dy refusing to permit inspection of the books and 
records of Samuel H. Sloan & Co. by representatives of the 
Commission. 

Defendant Sloan moved by notice of motion dated 


€ 


5 for, inter alia, rearpgument of this Court's decis 


of July 22, 1975 and for a hearing and/or trial by jury on 
the motion for contempt. On August 18, 1975 the Court filed 
its memorandum denying said motion. 

IT IS HEREBY ORDFRED, ADJUDGED AND DECREED that the 
defendant Sloan is in civil contempt of this Court for wilful 
failure to comply with the Order of Injunction dated Januéry 
17, 1975 by refusing to permit immediate examination in an 
easily accessible place by examiners and other rerresentatives 
of the Commission of the books and records of Sloan & Co., and 


it is further 


ORDERED, ADJUDGED AND ECREED that the defendant Sloan be 
(2a) 
and he is hereby granted days from date of this Order 
within which to purge his contempt by permitting immediate 
examination in an easily accessible place by examiners and 
other representatives of the Commission of tie books and records 


of Sloan & Co., and it is further 


ORDERED, that defendant Sloan appear before this Court 


TH . 
on the ot) Sag _ day of \EPIENBER, 1975, ateZ:/$ o'clock in 


the AFTERn0oon, in Room 106 of the United States Courthouse, 
Foley Square, New York, New York, for sentencing and it {s 
further 

ORDERED that, in the event the defendant Sloan fails to 
appear before the Court on the date above indicated, the 
Commission is authorized to serve a cert ified cony of this 
Order of Civil! Contempt upon the United States Marshal, and tt 


United States Marshal] shall, unon receint of a certified 


14 


of this Order Contempt, arrest Samue 1 
thy 


(Oo? 4 9/ 


ETKO { ‘ 
House-of Detention, 


confine him to the Federal 


York, until he permits immediate examination in an easily 


iners and other representatives of 


accessible piace by exam 


Commission of the books and records of Sloan & Co. 


Dated: 


New York, New York 


SEPTENBER 3, 7s 
Kaladi Aw OER 7 2 


UNITED STA TES Celok CT JUDGE 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


SECURITIES AND EXCHANGE COMMISSION 
Plaintiff, 74 Civil 5779 (RJW) 
- against - 
AFFIDAVIT OF SERVICE 


SAMUEL H. SLOAN, Individually and d/b/a 
SAMUEL H. SLOAN & CO. 


Defendants. 


STATE OF NEW YORK  ) 
a 
COUNTY OF NEW YORK ) 
RALPH PERNICK, being duly sworn, deposes and says: 


UP am an attorney employed by the United States 


Securit’es and Exchange Commission in its New York Regional 


Office. 
2 On August ??, 1975 I served a copy of the within 


Notice of Settlement and Order of Civil Contempt by depositing 


a true copy of same in a prepaid envelope in an official 


depository under the exclusive care and custody of the United 


States Postal Service addressed to the following location: 
z 
Samuel H. Sloan 
c/o 917 Old Trent's Ferry Road 
Lynchburg, Virginia 24503 


RALPH PERNICK 


Sworr to before me this 
9?nd day of August, 1975 


“NOTARY PUBLIC _ 


AFFIDAVIT OF PERSONAL SERVICE 


STATE OF NEW YORK, 
COUNTY OF RICHMOND J ss 


EDWARD BAILEY keing duly sworn, deposes and says, thal 


deponent is NOL a party to the action, ts over 18 years of age 


and resides at 286 Richmond Avenue, Staten Island, N.Y. 
10302. That onthe “2Sday of 747 oe Na 
No. Gtin Lf. 7 ; deponent served 
the within A hes iis a 

upon ef (tte mae. AY 

thee VA et Cee herein, by delivering a true 


copy thereof to h_ personally. Deponent knew the person so 
served to be the person mentioned and described in said papers 
as the Liinietitcte Unereimn. 


Sworn to before me, 
this .’°<¢.day of Z 19 


: ante ~" 
\ 1) ye 
af oy Edward Bauey —~ 
As é pg ae Page 


Notary Public, State of New York 
No. 43-01$2945 

Qualified in Richmond County 

Commission Expires Marcl: $0, 1976 


